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appendix A to this part within a rea-
sonable time before the completion of
the transaction. The notice presented
in appendix A to this part satisfies the
borrower notice requirements of the
Act.

§339.10 Notice of servicer’s identity.

(a) Notice requirement. When a bank
makes, increases, extends, renews,
sells, or transfers a loan secured by a
building or mobile home located or to
be located in a special flood hazard
area, the bank shall notify the Director
of FEMA (or the Director of FEMA’s
designee) in writing of the identity of
the servicer of the loan. The Director
of FEMA has designated the insurance
provider to receive the bank’s notice of
the servicer’s identity. This notice may
be provided electronically if electronic
transmission is satisfactory to the Di-
rector of FEMA'’s designee.

(b) Transfer of servicing rights. The
bank shall notify the Director of
FEMA (or the Director of FEMA'’s des-
ignee) of any change in the servicer of
a loan described in paragraph (a) of
this section within 60 days after the ef-
fective date of the change. This notice
may be provided electronically if elec-
tronic transmission is satisfactory to
the Director of FEMA'’s designee. Upon
any change in the servicing of a loan
described in paragraph (a) of this sec-
tion, the duty to provide notice under
this paragraph (b) shall transfer to the
transferee servicer.

APPENDIX A TO PART 339—SAMPLE FORM
OF NOTICE OF SPECIAL FLOOD HAZz-
ARDS AND AVAILABILITY OF FEDERAL
DISASTER RELIEF ASSISTANCE

We are giving you this notice to inform
you that:

The building or mobile home securing the
loan for which you have applied is or will be
located in an area with special flood hazards.

The area has been identified by the Direc-
tor of the Federal Emergency Management
Agency (FEMA) as a special flood hazard
area using FEMA'’s Flood Insurance Rate Map
or the Flood Hazard Boundary Map for the
following community: . This
area has at least a one percent (1%) chance
of a flood equal to or exceeding the base
flood elevation (a 100-year flood) in any
given year. During the life of a 30-year mort-
gage loan, the risk of a 100-year flood in a
special flood hazard area is 26 percent (26%).
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Federal law allows a lender and borrower

jointly to request the Director of FEMA to
review the determination of whether the
property securing the loan is located in a
special flood hazard area. If you would like
to make such a request, please contact us for
further information.
The community in which the prop-
erty securing the loan is located participates
in the National Flood Insurance Program
(NFIP). Federal law will not allow us to
make you the loan that you have applied for
if you do not purchase flood insurance. The
flood insurance must be maintained for the
life of the loan. If you fail to purchase or
renew flood insurance on the property, Fed-
eral law authorizes and requires us to pur-
chase the flood insurance for you at your ex-
pense.

e Flood insurance coverage under the NFIP
may be purchased through an insurance
agent who will obtain the policy either di-
rectly through the NFIP or through an in-
surance company that participates in the
NFIP. Flood insurance also may be available
from private insurers that do not participate
in the NFIP.

e At a minimum, flood insurance pur-
chased must cover the lesser of:

(1) the outstanding principal balance of the
loan; or

(2) the maximum amount of coverage al-
lowed for the type of property under the
NFIP.

Flood insurance coverage under the NFIP
is limited to the overall value of the prop-
erty securing the loan minus the value of the
land on which the property is located.

e Federal disaster relief assistance (usu-

ally in the form of a low-interest loan) may
be available for damages incurred in excess
of your flood insurance if your community’s
participation in the NFIP is in accordance
with NFIP requirements.
Flood insurance coverage under the
NFIP is not available for the property secur-
ing the loan because the community in
which the property is located does not par-
ticipate in the NFIP. In addition, if the non-
participating community has been identified
for at least one year as containing a special
flood hazard area, properties located in the
community will not be eligible for Federal
disaster relief assistance in the event of a
Federally-declared flood disaster.

PART 340—RESTRICTIONS ON SALE
OF ASSETS BY THE FEDERAL DE-
POSIT INSURANCE CORPORA-
TION

Sec.
340.1 What is the statutory authority for
the regulation, what are its purpose and
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§340.1

scope, and can the FDIC have other poli-
cies on related topics?

340.2 Definitions.

340.3 What are the restrictions on the sale
of assets by the FDIC if the buyer wants
to finance the purchase with a loan from
the FDIC?

340.4 What are the restrictions on the sale
of assets by the FDIC regardless of the
method of financing?

340.5 Can the FDIC deny a loan to a buyer
who is not disqualified from purchasing
assets using seller-financing under this
regulation?

340.6 What is the effect of this part on
transactions that were entered into be-
fore its effective date?

340.7 When is a certification required, and
who does not have to provide a certifi-
cation?

340.8 Does this part apply in the case of a
workout, resolution, or settlement of ob-
ligations?

AUTHORITY: 12 U.S.C. 1819 (Tenth), 1821(p).

SOURCE: 65 FR 14818, Mar. 20, 2000, unless
otherwise noted.

§340.1 What is the statutory authority
for the regulation, what are its pur-
pose and scope, and can the FDIC
have other policies on related top-
ics?

(a) Authority. The statutory author-
ity for adopting this part is section
11(p) of the Federal Deposit Insurance
Act (FDI Act), 12 U.S.C. 1821(p). Sec-
tion 11(p) was added to the FDI Act by
section 20 of the Resolution Trust Cor-
poration Completion Act (Pub. L. 103-
204, 107 Stat. 2369 (1993)).

(b) Purpose. The purpose of this part
is to prohibit individuals or entities
who profited or engaged in wrongdoing
at the expense of an insured institu-
tion, or seriously mismanaged an in-
sured institution, from buying assets of
failed financial institutions from the
FDIC.

(c) Scope. The restrictions of this part
generally apply to assets of failed in-
stitutions owned or controlled by the
FDIC in any capacity, even though the
assets are not owned by the insured in-
stitution that the prospective pur-
chaser injured. Unless we determine
otherwise, this part does not apply to
the sale of securities in connection
with the investment of corporate and
receivership funds pursuant to the In-
vestment Policy for Liquidation Funds
managed by the FDIC as it is in effect
from time to time. In the case of a sale
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of securities backed by a pool of assets
that may include assets of failed insti-
tutions by a trust or other entity, this
part applies only to the sale of assets
by the FDIC to an underwriter in an
initial offering, and not to any other
purchaser of the securities.

(d) The FDIC retains the authority to
establish other policies restricting asset
sales. Neither section 11(p) of the FDI
Act nor this part in any way limits the
authority of the FDIC to establish poli-
cies prohibiting the sale of assets to
prospective purchasers who have in-
jured any failed financial institution,
or to other prospective purchasers,
such as certain employees or contrac-
tors of the FDIC, or individuals who
are not in compliance with the terms
of any debt or duty owed to the FDIC.
Any such policies may be independent
of, in conjunction with, or in addition
to the restrictions set forth in this
part.

§340.2 Definitions.

(a) Associated person of an individual
or entity means:

(1) With respect to an individual:

(i) The individual’s spouse or depend-
ent child or any member of his or her
immediate household;

(if) A partnership of which the indi-
vidual is or was a general or limited
partner; or

(iii) A corporation of which the indi-
vidual is or was an officer or director;

(2) With respect to a partnership, a
managing or general partner of the
partnership; or

(3) With respect to any entity, an in-
dividual or entity who, acting individ-
ually or in concert with one or more
individuals or entities, owns or con-
trols 25 percent or more of the entity.

(b) Default means any failure to com-
ply with the terms of an obligation to
such an extent that:

(1) A judgment has been rendered in
favor of the FDIC or a failed institu-
tion; or

(2) In the case of a secured obliga-
tion, the property securing such obliga-
tion is foreclosed on.

(c) FDIC means the Federal Deposit
Insurance Corporation.

(d) Failed institution means any bank
or savings association that has been
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